— S = | PROJECTS DIVISTION *
Declassified in Part - Sanitized Copy Approved for Release 2013/03/01 : CIA-RDP78-01617A002900080001-1 -
B : ' OLUNL] ¢ - v

v g N fag AL ' | PLEASE RETURN TO

. \ . AD ESU COMMIWREG=""""T" | 2516 1 Buidin

KEED POR FONRIGH a990BT/800 ' 5. gy (T
_ . i~ Y L ppmmieieesig

' pacEermmy 0 ’

T. soalyaie of the Eitustion In the country.
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.. Sho Britioh Oovarmsent will probebly tronefer powvor Ao 194%
. 0 two povernments in Indio (Hinduethen and Pakiston) Instecd.
of o e singlo Covornoent of Jndic os the Iritteh end- the _
. Congrees Perty buve cossistontly dcsired. Boswaver, intho
- Yight of tho insviictis faterdependenco of the Two nrogpeotive
. -Indlen naotionpg, eepecinlly-fron the stanfpaint of seturity and
., - atunonlice and in viow of the impraoctioastillity of discnasing | /
.0 slterantive poane of reaching U.8, objoativoes in Indle on the ‘
B Poeic of Annumorable politicnl sontingonclos {which ey prove
Te be only temporsryl, thia repert hes bern prepored on the - 25X1

bpoks of Indle ap . hnle, S

v

o s

~ ¥he Britigh Governmunt sanouncefd oo June 3, 1947,
that depinion ststus woould B granted to.-Indin by
. topuok 18, 31047, Shus adveneing the date of transfor
- of power Tron June 1040/ as ponoonced-in Fobruory
1547, - Although tho June 3 alskénot GG ol pive
cslude negotistions for o unlted dIndle; 3% ssteblished
2 procadure vhareby bs aresc coninlalng popolatisses
prelominently Huslin coulsd a5t up 4 conutituend o
- aszenbly for ihe purpote of Qrefilng e conclitoiicn
~for Prhisten, Heepwhilo, both the Congress Perty
ond the Buslio League sre patticipating in fhe
Vicoray'e Cpuncil vniedi ts funoticulng ap #n interip

3] govarnoent and hondllng prodloss on sn eli-ladia

\ | baeie, CooTm L - R
I _ . Erohebly Poreitien, Both the Britieh

& *né& the Uongross Yorty would 1ike o presarve

© the unity of Indie, bui the soparent unsniwilty
. of sprosgont vAth Lha June 3 sintegmens indicates.
N Lhat the Britlch zre not nrepared to cterce the
2 S HBoelis Longeete popular folleving to socept
- ~ - ounity egetngt 3ts wiil ond thet the Congress
8§ x’aﬁt{e‘ls st proparcd o right Both the Britich
3 and Lepguere oo the fsene; Although the Legpbe
S 2 €lpins Por Peklaten the five proevinsons of Asemm,
R S Bengal, Bing, the Bsrthwost Prontier, .and the
\ . Funjed end the Dyiticnenfuinistored territory
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of Boluchisten (contalining 20 percent of Jodlels.
o704 ool 25 peveent of Ate poptlation), thope ¥ :
- arone or portions of theo that chosee %0 & @ |
N ~ #3111l be frec o joln the srogont conskitoent :
v ‘ © . nsoenDly. Thlle 1t is oiill open to the Lesgns .
A to Jnin the Constitusnt Aamonbly, present ‘ :
prospests are that it will Sackat on eotding up a
pox conetituent acceudly for Pekletni, snd in Faek -
both the Punjsb ond Peognl legislatores have volsd -
Tor porEition ond Ltho eobilng up-of 3 accond . '
canotitnent nuzombly. Conpeguontly thsre wifd -
~probably cnorpe 1o fupuot 104V Two soparate {overte
. ponts in Iodle, EBiafusthen pnd Polleten, bosn-vith
vy dominlon etatus, Present indicallons ors et -
j the t1tle of Vizoyoy will To sliminnted and that
: l/ & sinmlo Governor<Genorsl wil) be appolintdd for S s
clther or Lotk dcalnieons io Indias will have the

both dsuinlondl COnce doninion ofatus So confeorved,
"» right, to wsrver completoly Sios with fhe Dritich
' Conponwanith, Xt L4 o0 .2n¥ly %o Judze what counrno
either dobinien will £ollow ofter fugast 1D47. :

. '%m ' sEaen Rirniing daj ,,, 3p 4
ALY the particn aypesr esngcrgsd to aveld eivil
war alilooph loonl stroggles for ¢onirol in the
fiorthwant Frontior Provinoo apdl over ths dlvisien
in ths Pongel-Agtem and Panjod aross ohes certain
to coatinne. Uhen Bengal ondg tho Punjed ereo
. partitioned, o Onagraos Perty conlrsl government
© Wil oontrel virlually all of Indls's inductrial
- arens abd o eubotendlisl portlion of the coltivaged
R [ eprionltyrsl lend, and will ko renxdy to cocporaie ;
: - uith 20y cunti-inde-ondent Buslim arves or Indien
, . 1] otetee thet oight emorge. f#Clogs or effectives
L | cooperation, on the othar haad, betwaen the Huwiin
crens in eastern Bengel and northwantern Indie,
or cuong the Indisn statos of Byderabad, Hycore
and Frovancoros would be virtosily loposeille to
obkatd, #H. A. Jlanch, degpito bia resont dewcand -
for n diviulen of the aray; envigapes foturo '
Indlan cooperation Tor defeses, while Lespue
popers hove ropoatedly srgpod thet thero will be
a brond .fi0ld for mabon) cooperublion spast yom
 Ahe adninistention or Huolie onjordty sross. A
-jgremﬁ-, howsvor, it opposrc cortpln thet the
ndian avay will. be divided botweon Hindusthan
ond Pokigton, The degros of ccoperation botwoen
thoes fwo srales in cxtromsly difflooit fe prodlct
ab this ctape; end ddvolopment ,Cron ¢ivil var €0 &
unified Mirh comnond 1o posuible, Dosplite
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» dndlcations thnt certoln Euslin ond Sinten prepne

[-: nay wirh to romaln Sndefisitely uvithin tho Dritich

- Conzonwanlil; soch an arvengeoent seeld entountoy
aifficulslon in view of the atyang focling foy
Andopondenne suonget Indlane of w1l connunities
end the fnevitshle projodics that would reslt in
Dritalnts relotions wilh the »act of Indis whors -
Britainte gajor cocmorelnl ond indootrial intorocke

¥

ila. ‘
'8, faeir) ond Soansnlg o, Tho troditisnally
Yoy standardo of Yiving Llats vorkorn end poscento,

rellevet tomporaily Surdag the wapr, ore bolag proe
gronsivoly doprosced by he otepdlly rising nrics
Igvols eotpled with punbuoy uneNploeyment, lasffectual
, cloth rationing togoelher with shtees in food collection

entt &letribotion &0 sosyoity srose add o tho gonersl
‘unrect. . The Congrest Party is coonmitied %o o thoreugh-
going atteck on anonoule, coeliol cad political T
griovensen, but AT lp dotorrnd at the ponent by the
_tonoern foit athiioving intopendonts and unity. Shoe
Communist Perty of Indie Lo toking fuol) smiventape

of tho insetivity of Congress grotps. to ¢all ottention
to griovancss of 11 Binde in oo offort ToH Dolld 2o

A%c popnlar folloving. o ~

. €%1le Indisne gonaraily srd enxions o refoed
tholy Gopendente ob foroign ceplial apd technival
assiotanus, thore fe o groviag roocopnlilon, prorbiculerly
in buelnoos cirolec, of tha wveluo and necoosity for
cixeh oid during the .gma ahond, At Iho schie Tlao
1%t oot B efpested thnt there ¥ill he cantinning

concorn $hat forsign acaiotafios be diverted fron
- bucinoss nenogenent nervioocy 8 developing nen
ricldo of iafluntrinsl) sotivity, that It Do largely
1indted Yo emounts Ihat Iadia ¢en ropey withino o
shnrtetorm poriod {10 To £0 yeors), and that
agsletenon ot high 1ntoract roter bo kept =t

» Eritoin. Ths Critich Covernaont, rovogndeing
the Aopooeibility of calateining her coatro) of
_Anfis by forue in the fovo of the popnler dcmend
for infGopendents, 18 atiespting Co effost withdrewnl
. un@or conditions whioh will leave Indda poogrophicplly
. intact and en)oping both no ¢ffoctivo governsent cnd
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o vinble cconatyy. TFhe detision to withdraw 3¢ -
spparantly drrovocable oxcspt &n so for an it pay be
quaklfied by autusl cprotpont., Oritedn Mopeo that
thoro will be o nlsitun dicturtsnce. to her Sredo

enft other goonctle intorests in Iafia, and thet

ectip errangenent for outoel apolstance for cocurdty

¥ill Do reslizod, DBuoch dependo iIn this connectizp

on the ocuccgerful ontepws of appotintiang velated
/%6 the liquidatlon of Indis'o rloriing balences, -
snd on the gencrel attepbabllity of ihe procedare .~

by vhich Britain troncfers powor, ~ fritnit Lo endezvoring
o dovelop an fodependent awsy or aruiop cemplotely '
officered end mrnned by Indlass as an effsotive defonce
foreo, ond tontenpleten the doveloptent of an alScraoe
tivo dofenee baet in East Africe to bolenco Dritoin'e
otrateglo hold ob Singepore. - .

2. L2SN, Pooeia i enepuraging Indipna to rid thene
aplves igaediatoly of al) Britich politionl and
silitary control, Hoecow costo doudlie on Dritieh
intentions and atogees Briteln of fomenting coustnsl
mirifo and of sooking to perﬁmmﬁe ioporisl control
througiht the Indian etaloo, oois 1o endoavoring
.- oleo to s¥imulote Indiz'c slrecdy grent fotorert in
v foviet athieveimento 3o opplied ecisnte, sgricoliorn,
cnd odudatia® as exenplos of whet oon be actorplishod |
“under o plonaned evonony. On the intomstlonal level
Ruesta &8 esoporating with Indls ip the United Hoticns
ort the bpels of thelr sonnon hostility Toward Britoln,
ond oppoeition %o colonialien end racisl discrimlontion,

: ‘ o Ruozle's pieng to punh India toenrd Connunign in
- . coansctlon with sn apreyian revolotion schedulsd %o
seeotpony - the oxpulolon of Hritich conirel are nod
working out. Britaia’s Soporture Lg ontcurring pre-
matarely, and ip view of the loporfence of promoting
IoMion good.9lll internationnlly, it Lo spparont
thet the toupunizasien of Indin leg, ot proseny,
folriy lov on Rooels's 1iet of priorities. f%he
Communist Perty of Inflln Le toling 1tecl? 5 meenco
by fomunting unront ab overy opportunity ond, vhile
1%6 political Liaflucnco S8 Sot grest ot presunt, itso
ooapoet end wall diseiplined orgsmizatlon could
g zmbabls,uak‘ﬂ 1tesl? folt out of 211 proportion %o
.. A¥s nunbors gnder esnditions of confusion or Suring
perieds of great styosn, - ' : )

.31, anelynis of ancliotapce é}mgﬁy paceived, inoluding most
recent datp avalladle. - : . '
) \
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K, Inplysis of pulitlesl and ceonemic *fprebiza'ﬁ an whioh
soonetlo nid wss baged, - . '

0y soonsnia ald whish Judia bas woeolvod oleoo 104)
fr=0 tho United Ototon or other forolign countrion hap been
1odivect, Ihat 45, ns roloted prinarily %o the war afford
of tho United Batiens, 7%he scoumulsotod ot orling Balencen
of Iadis Andicnte that,in firancisl toroo, thot cotntry '
hoo provided sors cconends assistancs to Cront Dritpin
than d¢ho bno rocoived from Great Orytatn,

B, Oumnary of atsiotance given,

~ Infite han veoeivol no dirkot or ot oeonstils asololonss
Tfron Porafipn countrios aince the opd of tho wap, Under:
tho Lend Leaeo and Corplus Pruporty Agresment of Slay 16,
1048 betwvsen the Ug b, ﬂﬁﬂ xmm; the ﬁgtwf obhtalinegd g
conelderstle quontity of trucks, naohinery, sirfiocid .
iqmtalla.tios_?ag ete., which will assist 4o the ioplezoatoe-
$ion of InGia's Aovolopsent plane, However, India doss
not esucldor thie os dlrect afd innmuch ns sho foslo thnt

= her veolprooal atd to Sho 0,9, during the weP vao ogugl
AT oot ore than the ald roosived Tron the 8.0,

B The Anevriosn O1IC progrets has estehliohsd Iibrorise
1o Indla comtaining ouch neodod fwericen roaferenco
voluon and hos anslated the exchange of cultursl end
- ' daforuntictiel Ootorinls ouch fo the benafit of bettep
. andorotonding and cooperalion Detweon the two countries,

£. FLeoretie nonlistence pending or contespiated, .
31X, U. B, Objectiveo in India, |

A, Cenernl, It 4o $ho elo of the Uniied Btaten to
Angpiro grector confidenco in inetitutions ond policics

of the wostorn domsorasics; $0 ppport the Gevelopnont of
canplete Xndion nolf.govornsent baped on the principle of
equnl rightp ond eolf-detorainstion of pesplen; ts diepel
she oxisting fosr 4n Indis of the gpeotre of Anarlomm
coonende imporialicn; and to fostor %roatw unfaratanting
oné cooporation dotueen the Lty ccontrios., It is onr
poldcy (1) %o encourapo voderste progressive, non-coraunsst
groups rnd Yo provent the Sovolopuent of chastic eanditions
in Indle which wonld foellitotn the sprocd of cocsunist |
idcoleplos, otrangthen ths Concunlot pordy orpsnlontion in
Indsn, ent 3nvito groater Loviet cotivity in indie; ~
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| | gai 6 soekat eoonomlé snd iﬁﬂm&ﬂﬂ Hevsispment 48 - s
- 8in on & spane of “raising 59 sbandard oF Living enldl,
xﬁ'«ﬁ@'ﬁ% thenine roetatance o Soviad Infiownve, and () .
' Y g0 encourape “the partd eipation and indenendsnt aﬁﬁm
o U T af Indle in the aobivitiss of the GE and of a’&l @ﬁ
S @eﬂ@ﬂma mgemiﬁ&. L :

T B fhensfie, Taddets @m@@ B m ‘tug ﬁmzwigﬁeﬁ
L., . ot the Internatisncy fﬁ%ﬁa Sraanirosion Ae MAghly
e e - Besiyable, and the U.56, entleipates the nontivaien M &
e eaRly feste Agrecment with Inlla, A Conpulsr csnventioh
T. " 38 empested o be negntlated In ihe Dewr futurs, 4
' %ﬁm’ﬁia? agratent io glzg wadsr rmﬁéﬁ?aﬁm and. %
Ae Dopel Shat p Yrosty sf Frimmdehls Cﬂiﬁﬁﬁ?éﬁ, i
ﬂwﬁga&ﬂm gay be ﬁﬁgﬁii@%& inte in i@«t? ar & ﬁ}h@
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‘eannes e sonsidered po raffisient sibetite £e ﬁtmﬁ
thensslves, For thiy ﬁ?ﬁee &f the fiesd three tn five

_geere, the ohief retplenentary sluspnatives woold inoiagos
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fomtetie eaterprisse,
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A ST e SUREL
E ‘ nisht Bo rosiized through clorer roletionsg Botwoen the

©. UR po6 Infls, but the prosent atade of tho UK¥s ecomotny
~and eontinodng wldogprozd Indlon entlpathy for tho Britich
£ renfier Shlo altornotive fmprociiosl for the peried mnfer
Aiternative golitienl pestis of reathing U, 5,
- objoctivos in Indla Idoted bolow oay bo rogurdel nore
> cecurstely so cotplesentery tsamaros.

1. Clogne ccononic end steatoplo cocpoeatiod boelwem
BinZuothan end Pekisten end the Indian States 4o
virtnelly essentin) 4f o8adilisy snd progrose o to
ba attolned. Tho U5, o ecoist Sn tho pealizstion

~ of theos conditicns by withiniding Povogniticn fron
thooe Indien CUptes whieh aight cook cosplets
indopontonos end thoroby pravonting Dalkenication
of the sudcontinent. Fartheruove, she 0.6, pight |
prozorils otodblo consitions of povermyent in Pekisten |
&0 o prerogoisite for eoloblicizont of diplonstic T
rolotinngs batwoen Pekiston and the B0, .

%, In8ian fenr of Gcngore griesing fren Savootmont

of forasgn cxpital siay b0 olininated or a3 lossd -
Ginini chad throogh bettor mﬁ&ratmﬂ%gg in Indin of
fogrlaan notlinds end Sotives. Thet widerstondiog ocd
bes ioproved Shrough ocur elfucelionz) anf informatlonsl. v
progres in Indla =nd throush 2 tors tolernnt and | 0
tootfol approsch by fnsricon burineds intarects,

C Bationn

C.

© %ho United Uaticos proviGos o useful veniole for
farihering Unitod States policy objectives with rospoot
32 Indis. Xudopendient, active pereiicipation by Indis
3o the United Datlone nud Ats gposiolived sponvion
will entirnce ifo otatus ae ezn Indoncaftant neticn, and
¥iil 28entify Indin with toe lanton whizk sre gooking
to Dalntzin poento Shrouyl offentive intoructiena}
cocporation and acticn. Priondly selations hotwoen
thy tvo poveradsnte ten to forthored Wy United Ctabos
sunport of Infisn peoborehis in the Councile, Comolesians,
oto., of thoce bodles end by United Stoten smoport of
propocelt decipned, to oxtond the nervicen of theso
orprnications to India, fome of thoers cexvicon oon,

.| &t tho srgonlratione entey ints full operatlon, help
to Amprovoe gtonoule and coclel conditions in Indls,
cnd thos contridute to Insls’c politica) statalivy.

;  Thne gpooiflio wayo o which cach of the sgencles might
— be of pesistante o aohleving B.B. objoctivas aro ast
‘ forth in Adtenfan of June 10 o SEHCC B {of Zpril 24),
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o E% is m%i@mwﬁ fhat a ﬁﬁnzﬁwr Convention mii
- be gonclulisl $n 1947 apd that o texallon oproenest ent
| . o 'frefie Agvoement will oles bs Gontluded is 1847, i
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. supportiog the revussendntion t’ﬁa& the mwa Hations

DEmerte mﬂ ﬁﬁ;gﬁim m
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oprgeniz o strvion o provide Yteobniosnd sdvicy o Ueoboep
gaveranento®, Be otresped the feot thel Indiss gropt
naed in $ho next fey Fosrs woild bo cngincors, selontiols
engd tochnicions of oll bindo, Decmuee of the foor of
forolgd Atporinlicn An goneral, tho Indaon Covormment
{or povornnents) Loy Inorescingly ahow g desiro to esll
upon internationsl cpenciss for eid An corrylng outl tho
- Seochnion}l acpents of dovelopnent progreno, .

Intia alto notively cupporsed the ootshlickmient of
- - the Banento Coomfenton for Asia epd the Por Enst, and .
m2 Indien netisap} heo baen cppuinted Excontive Uetvatery.

Indlo wiil aAlco probably continue to args intortiatlofinl
aeticn throush P& or 1T0 eith werpost to ceriain
epa=sditlies in which India 3o n?-gexani' intorectode-cuely |
28 vhsak, vite, and cotton, A4 U.B, polley which ensblon
Indis to achicve eome of At sbjectivep wvith recooot o
euch connoditing, without _at tho some tims deporting fren
¢ policy dogigned $o neet our ovorenll trefe objeotives,
wsuld hevo sn in2lroot benefit vpob Indla. . R

D, QGthop _ .
in vicw of the presont appreeiable volule of nio.
inforaation concoraling thoe Unitod O%stes and even entle
tmoricsn cosoent sppanring in Indian newepspors, 3% As
inportent thHat the OXC progren in India bo otrongthencd.
Unfor thoe provisions of the Fulbright Act, funds scgaivred
“fron tho eple of warplaos proporiy osy bo siponded in
Indisn rupecs ta finanse otudies, rosnarch, Instruction .
ad othor ofuestionsl cotlivitles of or Tor citizoene of
Infis 1o Angvicen oohools outside the United Biaten end
. Ate posaseolors, - It 4o considored htghiy mgcrbmr& that
- this Aot b2 funlemented far thoe bonefit of Indo-inoricen
" rolotiono, Xf the Bunay Bl (H.0, 5348) gngseag 1% will
ooko pocsible the mmproprietion of Uasted Stateo funde
for the orxchongy of studente; toachsrs, trelacees; 0%0., .
for ansictonco %o sthncls, Ilbrories, and coasumiily
centors fo Andle, and for other oimilsy purposos fuch ao
tho proviaion of Zoorlcsn tochnical experto to the |
Covernnent of Indla no sfdvigers sud tho diosomiootion 4n
Indls of infornstion ebout tho pasple, Ingtitutions and
policlien of tho Unitoed Dtasted.

VI, Probdobls ovsdlobility of scovenic ald fron exioting esvreeo

andor prosent polliolos.. '
ho vordsts s)lternatlive mosne of cttomplishing econents

»

\
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Pt eriaat, B

abiootives of the United Stotes with regpoct to Indlb chopld
be connldarod np fotordepondsat, Tho offootivenesns of occh
woano ¥All bo conditioped by the Smplemontaticn of tho others.
It 1o judgod thet auy roambnable coobinstien of the esonopic
tlternatives lieteld below, aithough probedbly fFolling chort of -
Indin'o apirations for stononic pegiolancs, would provide for
- gufficlient Iotornel a2aBALLitY o potiafy the tininum of -
tnarican cbjootivos, : ‘ -

A, n :ﬁ, s ,.‘.,i, 1]
 Tver 4f the uncomzitbed funde of -tho Fxport-Tomort
. DBonk woro pot comowhat 1iniked, ec is the caco, Indin’e

20lisnton upon this cource of devhlopaental ceplital
vould havo %o bBe coapsratively saall. The United Stotes
policy of the Exipbonk does not favar duplicativa or
~qotplctenteary finoncing of foreign cnpitnl oxpension
vhich would gomally de e primary rosponoibdilivy of
tho Intornaticnsl Bank, (Farthermors, co a founsing gnd

v gotive partlelinating nexdor An most of the UR,

> organisatione, Indin £o aneniticd o uaing ingoernational
apgenoies oF services whensver possidie, ) Aa{ fundn chich

' tho Exinbank Dight sdvance India woold Bo 1iRoly o ocanpipt

of conparetively small dencuinations fer ¢peoidl purpoaes -

- bloerly Polated to fmsricen trote, - 25X1
prodnctive domeskls gnberprlens. ,
%aﬁi%ich&itg; nimost i} clacses of individanin

end Tfenilies Sn Indla hove polatalinsd large or osll

. boerds of- 1lQULE rospuross, includlng pold, oliver
A ané JYewold, Ehorocas & part of thoce hoardc bave bDoca

- onched 40 rocent pears Tor national oné other parposos, ©
“the renalodng Sroorure pay ensunt o et loact

soveral hundred nillion dollars, Theee ressurest
coy not setorplich as toch In Eho way of expending
Indiate Infugirdnl catetllshtent sa cono of By
nationpln optinisticnlly Belleve, and furthsroore,

1% would b ALLTicpit to convince -pany Indlens of

the dsalrability of converSing tholir holéings.
fHovertholeno, in conbinution with gther Goneuren,

o peroeptible otrengthening of Indla’s Sndustrin}
stopamy should follow a progrek of ifnvestoent of

‘tho avallablo part of thest assete. Iny privetely
held foreipn exchange o Indir could foliow the
asne pattiern, . ,

’

 SEGRE|  SOMRIDENTHAL
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L 2. fSboldtien of Fmsirs “dolise pecd' ond £
Con¥ertibiliiy of corront g T #mgn.zm '

- A% 4 foliy oexpacted that the oencuros iieted’
under fhe ctove heasding will be eoalliesg oo and -
after Joiy 18, 1947, I8 2o not oxpectod, Bowerer,
that the bonoring Uy the Britich of thely nfrocnent
’ . wiih the Unitod L¥ptos In thege reppents, =111
pocount for sool Smprovenstt in the etononlc
sltuntion of India. For g1} intenls end purpodes
. Intlp elveafy eojoye froe Gese of her carpent Anogne
from forplgn trensactiong, but julging by current :
lovels of Leporde thess »o0ources ors at procent, .
and 311 repeln for coms tine o asne, inplegnaty

to pay for Indla’e rising Leporto..

3. LonverEiMALty of gome part of Indietn b
balances, N : o ‘

- Ho> one kopwe whot proporifon of Infle's pprox-
inately 65 bAllien eredit Lo 4the United EingGon the
letter will bLe sble or willing o convers into fyes
-foreipn oxchange, From tho tors) point of viov good
raasone oan bo alvgneed why eny smount botween rowo
end the full misont of thess pterliing dslances shoold
bo converted by Britcla, oither on Jaly 19, 1947 25X1
lor 8% cooe lator fdpto. DBopllotiopily concidered, .

- Rowover, within the doxt threw to Iive yosra the
United Kingdss will have the atdlily to convest cniy
n @)l part of 1ts obligation to Infin, The
Joxperdenss pinco Vad Doy hes boen that tho sterling
‘Dalances Bnve Boen refucsd by soms §400 milllen, 1%-

ig practically cortein that tho United Hingdon's

perforartos in this rosgpect in tho iczedinte future

w11l not coopars Tovoprably with this record, DBriltaints

situntich Lo 1008 conslorinble now than it wao & yoo®

zge eng there Lo do cudstantial zelief 1n progpsct

for her. Shoreforo, 3t wouold appodr rensoupbls to

#ocupe thetl Indin's sterling dalances will not deo.

Feducof by onoh Zmore, end poeoidly by loee, than .

35 siilicn {or 0140 pillien) por annun during ibe 25X1

next thrse $9 five yoars., In thla conmection £3 1o

not sven nessgosry to Qgonoider the probadilisy thet

part of the Iadien etorling Balsnees will Lo canocoled
ince esth aoticn would have vary 1ittlo, 1Y ony

effoct upen tho ronl eegnotilc altarnativesn open 50

Indin Quring tho poried undsr congléoration.

nej, ghnrcos
Iopleaentstion nf the X190 phexber
Unfioubtedly the ouitiletorsl acceptsncs of tho ..

-
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encral principles of nonetoatrictiss of international
trofic will work to deprove Indin'c ocononio situntion
in ths lony run. Cloce ths world will predebly
continue to te & sollor'y merket for the inmoedlote '
years'in preepout, India vould nob rojulrs any parsienlissy
chenges An world trade arrangements dn ordor to -
ascwnuinte 4ollar or othor convertible bolenoes, In
othor words, the proepects nve for continuing pasalve -
trede dnlences for Indla, so thot bor sitaossion will
. ot bo groatly igproved Ly the redactian of trado
. restriotlionn or by agrecsent on othor fretore withic
the purviow of the Intarantionsl Prafo Orpenication.
0f courss, if wore wormal conditicns {for Infia)
Potorn toward the lstier port of the gorisd unior
cenedderntion, Indie choold reep subodonilal denefit
Trou poottive dalpnces of trade sccentuptod by o
- rational worid trate orgoplxatien anf tho apbeenco of 5y
rootriotive neasuiron, -

2. Forelpn ox Internationnd Lonno.

¢na of tho nore st=bitisos plano 6 Ancropeing -
India®c ccononlo income, tho Camhny Xirp, contenplated
soouring Yoreign tapliol ecdvonoes Lo the extont of -
. about €2.3 bilillen, %ho Balente of the lbeyoor
. ioémotrinlicntion progrom of avous 633 Billion te he
pocured from convorsicn of sterling balenoan for
Andustricl imporis from the United Bingden), fovorable
Balcnco of trode, hoorded wealth, asntive sxvinge, ond
© *pow money®. Hstive csvings anf “Dew noneyt, os
_ . envioaged in tho Bonboy Pimm, are ootinated st B84,
, D11ion, or more than %w- -Thirés of the total $35,3
blilien rogulrsd for tho flpn, ool obnorvers, btoth
inaldeo and outside of Indla, regard ihe Plan as everly
-enbitions and oxpect sotusl accompllchments during
the noxt 18 yegrs to £011 considerably chort of the
plenners’ 1derl. ’

- Bopides the unresliotic or poor-econonios of
excosolve relisteoe upon "sovinge of the pesplo”
enfl “Hew Honoy®, tho Danboag Plrn overostinates
In8ia's ehui;il%u. secura cgpitel £ atrood.

In tho Tiret place, private coplisl (for sid
praction)l purpeses, fmoricen) Bac chown 0d \
\ T - ecathuslamn for invooimont opportunizics in Indla.

: it is relt that thoe doveloping &fccrininption
agoinst Yorsign copitsl in that country, plus tho
uncertointios of 1to political fature, wiil ,
diceourpge ony subatentiz)l flow of inerican coplipl
funde to Indis, 1In vicy of the genersl ceononio

SRR
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outloock of Indis, iaolpfing ihs poor conditich and
productivily of ite lcbor ferco sad of othey Wwo, |
unfavorstie factors of production, foreigh privete ., -/ '
- copltnl will only Do aviranted in qusnitity vhen it ‘)Y“ ".)é o

1o opporent that the istter will be providod with

sirong Ancentivos, L7 Dot fpecinl Srentment, by the !
Fion-guthoritien, Tap Covernnent of Indla EPDOOTS

unwillifig %o ohsnos the daminsticn of i%s dsnectic P
. oconomy vhleh &85 favle would be ontnlled by |
, ovortureg coking doller or other foroipn investaeat

atircotive, Concaguenily, &¢ would soen that only
a caoli sastnt of ihs large infiuz of foreipm o
enpitnl ‘mnm%la%a by tha fanbay Finn »il} be
cogoanted for by private invastore,

. She chiefl courcen of internatlions) Tunds whioch
aight bo mefde synilablo $o develoen Iadian infnety
or o eupport the Inflan sconony or curroncy consist -
of (1) Internstional Bank for Raconptrustisn gnf
Dovelopuont, end {(2) Interasttonsl Ronetary Fund,

: ¥ho Gemands upon ths fands of the Internstiensl
- Baok Sn the forcsonsbls fotora nve 1ikely to be
. . mueh groater thun 1ts ocapecity to provids cepitnl.,
Thia sosns that the oiteria upon which 1% will
pprove epdoiflo loans anst be core eevere tnen
othervige, A prime roquirsaent, bearing tnon tho
malntengnoe of 2 perpenent rovolving fond for the
Bank, w111 Bdo thut tse aspliornt countyy do pble
to nest service and stortlzation chargos vhen thoy
cono dus. In Indle's onty, it soeus 1ikely that the
_directors of the Bank will soversiy discount the = -
opiiniey an to Indin's loductrisl future wnioh
iz enssrisined in sons quarters. Bithin ths soxt
* thees o five yenrs, then, a relativoly sound lost
- of say H100,000,000 to §270,0600,000 oight be
: countenantsd Dy she Dank, ‘

. The rosourcos of the Iaternstionsl Honetary
ool a9 yeasxved for somovhnt speoisl coniingenciesn,
advanoes. of koy currencies nny be mnds in order- -
%o tlde s poartleulsr country over csaconal or
chorérun difficultics, which night othervisp threnten
the o%ebility of Ays onrrsmoy, 2InSie*n voliancs -
upon this ssarss, {ae in the caee of the Pank) will
boe conditionsd By Ihe Gesand snd supply of ‘k;egm ’
currencies, pluas the linitoe coocified in the Fund'o
charter, ruch- a6 tho quotas pnd withérewnl 1imits,
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it o . had aﬂisﬁﬁ' OMJ.
¥

- © In0in's abklity to use the Pand w311 Yo quite
¢ iinited Corlng tn gaﬁoa wideyr considorstion.
Mg veporiof by the Datlonsl {U.6.) sdvicory Cournail
tiidiis g Cma?t%w iﬁammg Gmﬁp oft Per Valaes) in its
~ Hovegber £7, 1046 o304y on the *Par ¥alne o7 the , :
, Indieon Bopoo®, the sy m of India®s poesidie
. relisncs bpan the Fund is ﬁlm,mi@m por annun,

: - Eﬁ io opt coneidersd ‘:Lahm that mﬁ?ﬁﬂma ,
. PEMoYele, either from Cerarny or dnpsn, will —
sontritate msh to The strangtiening of Andlste :

Vil,  asditionel gergurpe Poquired Fron *rma f@:&ﬁ%’-e& Giades.
& Zeonorile | |

Xt Bns beon ﬁssamxz@e& in othoy @‘&oﬁiaﬂn :xf thio .
prpoy that the situstion in Indin o ot ot precont,
#fior ko 23koly o Do vithin the nisxt theeo fo five '
yesrs, ¢ criticdl as 5 acvessitate cpooial @pmﬁe ’
ptionn of fmorican poblie funfie dn order Lo ao? .o
United O8nlos sueprlity by mﬁmv&&mﬁ Hopcuies ef
figsnoiel 213 to Indlsz,

: ﬂ%ﬁm@ #io 8irect oaaures of fmwﬁlﬁ aselatanoy
T et I3kely o de rogulired, Indls moy bu cxpocted fo
gc;mmt:ﬁ m&rxg maw Gsnnds gpon the Undded dtaten . !
win, Shie Infia w1l pay for in cosh, but omy :
sg¥ere wﬁﬁ%ﬁa i8 eup gmﬁéﬂt rate of prain ahipmﬁta
<o fnfia vould be demly rosentol end &'roum fw‘ﬁ&z‘
mﬂa, 3nrionn gmﬂmﬁni ‘

. ViZZ, ﬂaﬁim of srPongonents with m iemig} e‘é‘?vﬁ?ﬁaﬁﬁﬁ '
‘ to oopurs coeotipliciment of ooy chiseiives in @r:kiﬁg -~
mm ROSLHPOS.

4B 0B Gi?wz ;&ﬁﬂié‘tfxﬁ{:ﬁ in wnﬁaﬁzﬁatﬁdi the qaﬁ:zﬂm
of .euch a¥rangenents dopes nok mﬁsﬁa

3%, FPoociblo emsrgoncy ai*matmm wMich shooid be un&m&;mtﬁ&
‘ enl rocowvended course of ac’%&m of 0.8,

5. Intoeddl Zieopdur aftor mum b=ng w&r muﬁrﬁh
- An tha formy of lohor A4fficnlties fa Hindusthnti,
. ﬁri&xﬁ A gorders in the northeest froniler sven af
Priieten, or sopcelvedly (thaogh Suprobsbiy) civil
.mz- betwoen Peliston snd Bindusthen 4f end ofter the
Intlen sy s 4heided &iﬁﬁg @&mﬁsﬂ 1ines toy awa‘iﬂﬁ.

Gﬁﬁmﬁ”‘rﬂm
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‘ Reguoots for opdneneo suppliocs ﬁiﬁﬁﬁa gpon the 1,0,
»  An cuch incteonceo. foovicen suyplics dhovld bz provided
. oo o cnoh bes)o ond opon sosurencs thsd Sfhelr use will Be
for thp purpoos of chebiliclng regponsible, namecomamliet '
governasnin, . :

. B, Fodlurg of eterling Yaioneo settlepont snl offorts :
to obtrdin funfp fyoo tho Internntlional Bend night eorlioosly .

T heopey Govorfiniont of ndie plme for Lndustrisl fevalepnend
md hMigher Aiving otendard,  ¥o the event ef such '
aiffienitlion, favorsbls conpllerption should bo given o ¥
en Sxinbanh Josn for the purpoco of sfloonldiing Indo.U,0.
t;:s:&a vhich wonld ot the croo tine earkob Tndiaste develeptient

. Pieng, ] - '

B, Bffento vpon Indls ond nfmn: U.8. foreign policy in 0.6,
rofugsl €6 grant a1d vhich oipht be requosted in oncs of

| CBOPRInCys
4. Eoonohle

4

Follope of the Govornnont of India o 3opienent pleno
for dovdlopnent oipght voskon the prusent Covernpent vhick
is foyorcbly inolincd townrd the Unibed LEntos ond Iing
nsrs Pelicnl elements 5 power. : T

Gantinuption of posr llving condltions cicht fonber
further unrest upon ¥hich rodical elemente thrive.

Leck of noy cpricaltorad eguipvont with whlch ta

oxpont Indis’o own spelonlturpld gmﬂmtim #4511 Bocn ger-
sictent dewmnds opon the United States Zop grain, Fellurs

, of U,S5, %o provide pegulred groln Day well prodncs =
nnafsvorodls pubilcity., EBEforta, thoreforo, chould b nede
50 ascipt the oxprnsion snf luprovenent of Indien apgricuidure
through provicicd of Zart pootMinery cnd torhniosl csolotmnts,
Infin 38 prepared to poy for cuch anclolznee,

Bo PrIities)

' Chpos 8 d88ia wild alfost ascurcdly etrongthon
copeutiiat potivity, sznd Eoviet iafiltration wild tske
aventsgn of the opportapity, The prosent Goavarnaent
e Ton o FALME S04 provth,  hrkening oF ho prORERt
opectolt to fight ite grovth, choning of tho prosen

, ﬁs?ﬁgmt& political lesdorship 1o Indle wonld glve ths
Coromnist Pariy o oy Lsses on 1370,

M

*
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o Indis Ys tho dargest political unit in gouthers <
4o Hiss end-atd)l Bde progife of baing the goel stable, ..

L,' T 77 I e friendly. toverd wosters powers st progents

T AR - #n anfrienfly Toais woauld probebly atfect sur
e ¥elitions with tho Whole ef foush Dact Aafe, If Soviet .
rol . sapandlobled or sgpression ebstld dn futwvrelead 0. & . -
| ‘noed Tor strstogic Bases in thal ares, onucfeienfly = -
InAtp;od particuiarly s pro-foviet Infle, woeld probably

[ 7. renfier puch breer untangdle. |
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